ABSTRACT. The paper analyses methodic of estate valuation in Poland. Author discusses types of values, aims of valuation and valuation procedures.
Introduction
Transition of Polish economy form centrally run to market system resulted in growing importance of various assets pricing, including real estate valuation. Need for asset pricing stems either from legal regulations or risk optimization. This refers to capital market, private and public sector assets management.
Real estate appraisal is defined as an "activity as a result of which one can assess value of estate". Such procedure is conducted by qualified valuer 2 , and prepared opinion is called valuation survey. More over such surveyor may prepare other documents not being valuation survey which are opinions about:
 Opinions about estate market, advisory analysis.  Assessment of estate investments and their development.  Financial effects of issuing or changing spatial plans.  Defining subject of independent dwelling property.  Bank and mortgage lending value.  Assessing estate value for transaction conducted by individual investor.  Valuation of estate interpreted as investment according to regulations form Accounting Bill.  Valuation of estate (fixed assets) according to regulations form Accounting Bill. 1 Paper analyses regulations effective on 31 January 2010 r. 2 Qualified valuer is a person possessing qualification as listed in Real estate management Bill (ustawa o gospodarce nieruchomościami art. 191 -197) . Crucial condition for pricing is employment of proper valuation techniques and procedures.
The paper presents definition and types of estate value and presents actual valuation methodic (used in Poland). Due to a limited size, analysis includes only basic assumptions and core of used methods.
Types of estate values
Term value is very common in science. Economic value is linked with goods (a set of properties of good) which posses:  utility;  rarity;  availability. In Economics there are two attitudes towards sources of value: production based and exchange based. Considering production attitude one can define value as production costs input. Cost is not interpreted in its past value (how big was input) but in category of replacement value (what input has to be made in order replace chosen good) and is described by cost of used production factors land, labor and capital. 3 Production based value theory doesn't include market situation; relationships between demand and supply (quantity of goods which producers wants to sell and quantity of goods consumers want to buy at given price).
Market value is result of relationships between demand and supply. It is set by agents' behavior. Good which value is described by replacement cost in production may have either higher or lower market value. Such difference stems from relationships between demand and supply. In market economy value most commonly depends on demand-supply relationship. Economic value is measured by price, however price not always equals to value. This are two different categories. In case of real estate differences between price and value may stem:
 changes of demand and supply in selected market on chosen territory;  non rational behavior of buyers and sellers;  ability of agents to negotiate;  turnover form;  transaction conditions;  legal regulations of estate turnover, especially in case of public estate. Economic value in case of estate can be:  usable value -defined as extent to which estate suits needs;  transaction value -value in comparison to other goods;  rental value -defined by yearly rent;  replacement value -defined as cost of replacement minus depreciation value;  market value-widely discussed in the paper; Market value (p 3.1. KSWP1) is an estimated amount for which property should exchange on the date of valuation if willing buyer and seller in arm's length transaction acted without compulsion, knowledgeably, and estate was properly marketed.
The above mentioned definition is compliant to market value stated in International Valuation Standard 1. -"Market value as a base for valuation " (MSW1) and in European Valuation Standard "market value" (ESW1).
The detailed interpretation of definition is presented below 8 . "Estimated amount" -price expressed in terms of money (normally in the local currency), payable for the property in an arm's length market transaction. Amount do not include special terms and circumstances (I.e bidding price in public tender).
Statement "on the date of valuation" means that estimated Market Value is timespecific to a given date. The valuation amount will reflect the actual market state and circumstances at the effective valuation date.
Term "amount…should exchange" means that estate's value equals to price on Day of valuation. This don not refer effectively paid or assumed price. "Willing buyer and seller" -buyer and seller are both interested in paying and receive market value for estate. "On the arm length transaction" -this implies that are no relationships between buyer and seller (such as parent and subsidiary companies) that can result in price level uncharacteristic of the market or make it inflated. "Without compulsion" "knowledgably and prudently" -This Assumption implies that no party of trans action is not forced to conduct it. Moreover both buyer and seller are fully informed about circumstances influencing value of estate, its actual and potential uses and state of the a market at the date of valuation. Statement" properly marketed" means that property would be exposed to the market in the most Defining market value as a most probable price means that most efficient utilization of estate should be considered. Assuming such attitude is crucial for defining term "market value". Estimating market value one can assume that way of its utilization is possible, law abiding, economically viable and results in highest estate's value.
Purpose of estate valuation
Simultaneously with development of market economy number of circumstances in which estates are to be valued (either mandatory or non-mandatory) is rising. The need for valuation may stem from various reasons; social, legal and economic.
According to real estate management Bill (ustawa o gospodarce nieruchomościami z dnia 21.08 1997 9 ) mandatory valuation is required especially in listed below circumstances:  In the turnover of public estate (both in case of State Treasury and local authorities),  In case of acquiring estate for public purposes, The after mentioned regulation bases theoretical basis which should be considered in valuation procedure.  Follow existing market situation and take into consideration specific properties of estate as good,  Assume that buyers and sellers behave rationally when price is set, and take into consideration information abut prices of comparable estate ,  Take into account cost linked with investment in other estate market branches (different from branch of valued estate) or other types of investment,  Consider equality rule between estate elements (parcel-building; price-income),  Take into account marginal effectively rule In case of investment in estate (i.e. building), which implies that cost input not always results in higher value,  Take into account additional income rule, which bases on production factor theory, which implies that additional income, after paying for production factors comes from land,  Take into account optimal use of estate in the context of environment,  Take into account both negative and positive influence of environment on estate's value.
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Comparative attitude -Assumption
According to legal regulations, one should assume that value of estate equals to amount for another comparable estate being subject to market turnover.
Employment of comparison attitude requires knowledge about prices of comparable estate and properties of such estates influencing price level. One can assume that in order to use comparison attitude properties of market branch should be known which implies that estate taken into comparison should be similar to valued estate if legal status, location, design are comparable.
Comparative attitude bases on Three methods' pair comparison, average price correction and market statistical analysis. First of above mentioned methods can be applied when transactions involving comparable estate are not numerous. Average price correction method can be used in case of at least a dozen transactions involving comparable estate were observed. Market statistical analysis can be used in mass transactions. Pair comparison methods assumes comparing valued estate with at least two very similar estates which were subject to market turnover and with known prices. In this case period not longer than two years prior to valuation date can be considered. Moreover such valuation should be subject to update (in order to include changes of comparable estate prices).
Average price correction assumes analysis of at least dozen transactions involving similar estates which were subject to market turnover and with known prices, conditions of sale and properties influencing price of comparable estate. Valuation of appraised estate bases on the average price adjustment using correction coefficients (which include different properties of compared estate).
Market statistical analysis is used in mass valuation procedure i.e. for taxation purposes. This methods assumes set of prices for representative estates. Such Value is estimated on the basis of transaction prices for Chosen gmina, and if there is no data price comes from neighboring gminas.
Estate's value is calculated using statistical methods. On has to notify that that there are many controversies linked with using his method for valuation of single, so it is more suitable to general analysis of estate market i.e. business cycles analysis or relationships between chosen sectors of market. 
Income attitude-assumptions
The main element of income attitude is gathering data about income or possible income (rent and non rental income) that can be obtained from valuated or similar to valuated estate. This attitude employs two methods: investment and profit. Investment assumes that estimated value depends on possible rental income. If such income cannot be estimated, profits are interpreted as share of estate's owner in business run on the estate (profits method).
Methods use in the income attitude are two techniques: compound interests(net or gross) and residual value. First method is used when estate's is able to generate income. The second technique is used if incomes generated by estate changes over time. Value of estate in the income attitude is defined as value if right to incomes from infinite period. Value is estimated using compound interest (net or gross) jest is estimated by multiplying achievable payments from valued estate by capitalization coefficient or by achievable yearly income by capitalization rate. This allows to calculate market value:
W R -market value, D -income form estate, R -capitalization rate, W k -capitalization coefficient. Income, capitalization ration or coefficient for market sector for valued estate. This indicators can be either gross or net, while commensuracy principle should be abided.
Value of estate in income attitude calculated on the basis of series of discounted future payments, comprises of residual value and discounted payments (But such calculation is conducted for so called forecast period. Residual value (RV) is a value of estate after end of period over which payments were discounted. Value is calculated using formula :
where :
D n -forecasted income at end of each year, r -discount ratio, RV -residual value. Assuming incomes attitude one Has to notify that in such circumstances especially important is proper estimation of:
 Market rate of return (capitalization ratio and discount ratio),  Operation expenditure (required in order to achieve profits form estate),  Possible loses of income caused by uninhabited house and not reliable leasers.
Cost attitude -assumptions
Main assumption of cost attitude is fact that potential buyer will not be interested in buying estate for amount higher that replacement cost of estate.
Cost attitude is used for estimation replacement value. Replacement value equals to replacement cost deducted depreciation. This attitude assume independent valuation of parcel purchase and replacement of its elements (i.e. buildings). Value of estate estimated using such method equals to purchase of parcel (value of comparable parcel is considered) deducted liquidation cost of existing elements of parcel. Value is raised by leftovers form liquidated elements.
Value of developed estate with elements to be removed is calculated using formula:
where: W N -value of valued estate, W G -market value of estate, W mi -value of remains, I -number of Chosen parcel, -Coefficient of material requirements, K roz -cost of demolition. Method of estimated parcel indicators i the lat method analyzed in the paper. It is used in valuation of farmland or forest which are not subject to market turnover. Value of agricultures parcel is calculated by multiplication of estimated indicator per 1 hectare of land and 1ha 1 deciton of rye grain or price per 1 m 3 of wood. Estimated indicators for parcel, depending on class of soil, habitat type and taxation region are listed in the appendix to Cited legal acts .
Conclusions
Estate's valuation is a as complex problem as subject of valuation. Valuation is conducted using proper rules and procedures. Methodic used in Poland Has some differences 
